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ABSTRACT 



In June 1995, the Idaho Joint Legislative Oversight 
Committee directed the Office of Performance Evaluations to conduct an 
evaluation of school district pupil transportation. This report, the last in 
a series of four, examines the apparent cost difference between 
district-operated transportation programs and those that are contracted to 
transportation providers. The report also explains how the processes of 
reimbursing districts and calculating ratios used for comparative purposes 
affect the apparent cost difference. Data were gathered through analysis of 
state and district records, a survey of all 110 Idaho school districts with 
student- transportation programs, interviews, and visits to nine school 
districts. Analysis of department cost ratios suggests that contracting is 
more expensive than district-operated programs. However, the cost ratios do 
not accurately describe district efficiency. Because a detailed analysis on 
an individual district basis was beyond the scope of the requested 
evaluation, the report does not conclude that one means of providing services 
is more efficient than the other. The reasons for the apparent cost 
differences fall into four categories: different cost components, application 
of department rules and reimbursement practices, characteristics of district 
transportation programs, and calculation of district measurement ratios. Nine 
tables and five figures are included. A separate volume of appendices 
contains reimbursable cost ratios for Idaho school districts, a copy of the 
pupil-transportation survey, statutes and administrative rules governing 
pupil transportation, a sample Department of Education reimbursement claim 
form and instructions, and general methods for estimating effects on 
reimbursable cost ratios. (LMI) 
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Created in 1994, the Legislative Office of Performance Evaluations 
operates under the authority of Idaho Code §§ 67-457 through 67-464. 

Its mission is to promote confidence and accountability in state government 
through professional and independent assessment of state agencies 
and activities, consistent with Legislative intent. 



The eight-member, bipartisan Joint Legislative Oversight Committee approves 
evaluation topics. Evaluations are conducted by Office of Performance 
Evaluations staff. The findings, conclusions, and recommendations in the reports 
do not necessarily reflect the views of the committee or its individual members. 
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Office of Performance Evaluations 
Idaho State Legislature 

May 7, 1996 

Members, Joint Legislative Oversight Committee 
Idaho State Legislature 



In June 1995, the Joint Legislative Oversight Committee directed the Office of 
Performance Evaluations to conduct an evaluation of school district pupil 
transportation. The request arose from ongoing concerns over the state’s 
funding for pupil transportation. This report, the last in a series of four, 
examines the apparent cost difference between district-operated transportation 
programs and those that are contracted to transportation providers. 

I respectfully submit our completed evaluation for your review and 
consideration. This evaluation examines how costs incurred to provide pupil 
transportation differ for contractors and non-contracting districts. Also, it 
explains how the processes of reimbursing districts and calculating ratios used 
for comparative purposes affect the apparent cost difference. We quantify the 
effect of these differences, explaining over half of the apparent cost difference. 
However, we do not conclude that contracting for pupil transportation is more 
expensive or less efficient. Such a conclusion would require an analysis 
beyond the scope of this evaluation. 

The Epilogue to this report concludes our evaluation of pupil transportation. 
Over time, the roles and responsibilities of Department of Education pupil 
transportation staff have evolved and staffing has remained relatively 
unchanged. We recommend that the State Board of Education and the State 
Superintendent thoroughly review current responsibilities and staffing needs. 

We received the full cooperation of officials and staff in the Department of 
Education and Idaho school districts. Our thanks to Superintendent Jones 
(Lakeland) and Deputy Superintendent Davis (Boise) for reviewing and 
commenting on a draft of our report on behalf of Idaho superintendents. 

This report was written and researched by Tom Gostas (project manager), Greg 
Amim, and Dan Medenblik, with the assistance of Office of Performance 
Evaluations staff. 

Respectfully submitted, 



Maren 
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Contracted Versus District-Operated 
Pupil Transportation Programs: 

An Analysis of Cost and Program Differences 
Executive Summary 



Background 

In June 1995, the Joint Legislative Oversight Committee 
requested a performance evaluation of three issues related to pupil 
transportation services. This report presents our findings, 
conclusions, and recommendations on one of these issues, the 
apparent differences in cost between districts that operate their 
own transportation programs (“non-contracting” districts) and 
those that contract for the services (“contracting” districts). 

According to data from the Department of Education’s 1994-95 
Pupil Transportation Financial Summary, contracting districts as 
a group appeared to be 27 percent more expensive in terms of cost 
per mile, and 29 percent more expensive in terms of cost per 
student than non-contracting districts as a group. However, for an 
accurate comparison of the two methods of providing 
transportation services, the same costs should be included for 
each group. We were asked to explain the apparent cost 
difference between the two means of providing transportation 
services to Idaho’s school children. 

This report identifies the costs of providing pupil transportation 
and certain characteristics that differ between contracting and 
non-contracting districts, and quantifies the effects. It also 
identifies and quantifies the effect of policies in administrative 
rule and department practices that treat transportation costs 
differently in contracting and non-contracting districts. Finally, it 
identifies methods of calculating the costs that help explain the 
apparent differences. However, this report does not conclude that 
one means of providing services is more efficient than the other. 
That determination would require detailed analysis on an 
individual district basis and was beyond the scope of the 
requested evaluation. 
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transportation 
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Methods 

To complete our evaluation, we reviewed and analyzed data 
contained in the Department of Education’s two annual reports 
for 1994-95, the Pupil Transportation Financial Summary and 
the Financial Summaries of Idaho School Districts, and 
individual district claims for reimbursement of transportation 
costs for the last five years. We surveyed all 110 school districts 
with pupil transportation programs to collect additional financial 
information and details about their programs, including fuel 
consumption, wage rates, and investments in transportation 
facilities. We estimated the effect of district and department 
program and policy differences on the cost ratios. The 
methodology used to quantify the effects of various factors was 
reviewed by an outside accounting professional. We interviewed 
Department of Education staff and officials, school district 
personnel, staff of other state and federal offices, and 
transportation experts. We studied relevant federal and state laws 
and regulations. We visited nine school districts to learn more 
about their pupil transportation operations. 

In our review, we did not attempt to obtain detailed information 
on all operating costs from the transportation contractors doing 
business with Idaho school districts. Contractors could consider 
this information confidential and important to their ability to 
compete for business. Consequently, we relied on district 
expenditure data, and assumed that contractors recover all of their 
costs through the prices they charge for their services. Also, we 
did not attempt to assess the effect that factors may have had on 
each other. Calculated together, the factors could have had a 
cumulative effect different from the estimates in this report. 



Results 

Idaho Code § 33-1501 requires school districts to provide for the 
transportation of pupils living more than 1 .5 miles from school. 
To provide pupil transportation, school districts may own (or 
lease) and operate their own system of buses, contract for those 
services, or provide payments to parents in-lieu of transportation. 
Idaho Code § 33-1006 requires the State Board of Education to 
determine what costs of transporting pupils will be reimbursed by 
the state. Department staff rely on code, administrative rule, and 
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past practices to determine which reported costs may be 
reimbursed. Code requires the state to pay 85 percent of those 
costs determined by the State Board to be reimbursable. 

Each year, the department publishes pupil transportation costs for 
school districts in a Pupil Transportation Financial Summary 
which summarizes each district’s approved allowable 
transportation-related expenditures and the calculation of each 
reimbursement. According to the Department of Education’s 
1994-95 Summary, the group of 22 contracting districts had an 
average cost per mile of $2.26. The group of 88 non-contracting 
districts had an average cost per mile of $1 .78, a difference of 
$0.48 per mile. Also, as a group, contracting districts had a cost 
per rider of $461 .93. Non-contracting districts had an average 
cost per rider of $358.06, a difference of $103.87. 

Limits of Department Cost Ratios 

We found the ratios do not contain sufficient information to 
describe relative district efficiency in transportation operations. 
The total cost of pupil transportation operations in each district is 
not reported in the Pupil Transportation Financial Summary and 
is not used in calculating the cost ratios. Consequently, the ratios 
underreport the true cost of pupil transportation programs across 
the state. In Chapters 2 and 3 of this report, we describe and 
quantify a number of the costs that were not included. In 
addition, the ratios do not include: 



• Transportation expenditures that are not reported by the 
district because they are non-reimbursable, such as 
expenditures for major garage tools or equipment, and non- 
reimbursable contract costs that are reported by contracting 
districts; and 

• Transportation activity that a district funds through general 
education support, such as travel to field trips or music 
competitions that is paid directly out of instructional or other 
funds. 

Finally, the cost ratio titles published in the Pupil Transportation 
Financial Summary may be misleading. The “total reimbursable 
cost per mile” ratio is actually the ratio of adjusted reimbursable 
costs, where in-lieu transportation costs have been subtracted, to 
total reimbursable miles. Similarly, the “total cost per student” 
ratio is actually the ratio of adjusted reimbursable 
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average daily home-to-school riders. Any conclusions about 
transportation costs and efficiency should bear in mind the actual 
costs included in the ratios. 

Analysis of Apparent Cost Difference 

According to Department of Education data for 1994-95, the 
average cost per mile was $0.48 higher for the group of 
contracting districts. The average cost per student was $103.87 
higher. In our analysis, we quantified the effects on both cost 
ratios. The results are shown in Table 1 .2 in Chapter 1 and are 
given a full treatment in Appendices E-l through E-15 (bound 
separately). However, to be concise, the report illustrates our 
findings using only the cost per mile ratio, with the exception of 
one factor that affects the cost per student ratio only. 

We identified and analyzed 24 factors that contribute to the 
apparent cost difference between the two types of districts and 
quantified the effects of 15. Some of the nine factors that are not 
quantified may also have had an effect on the cost differences. 
Using 1994-95 data, the 15 quantified differences explained a 
total of 58 percent of the difference in cost per mile between the 
two groups, and 87 percent of the difference in cost per student 
between the two groups. The reasons for the apparent cost 
differences fell into four categories: 

1. Different Cost Components 

While most costs incurred to provide transportation are for similar 
items regardless of the entity providing it, there are six 
exceptions. In part, contractors and non-contracting districts do 
not incur the same costs because of different treatment granted to 
private firms and public entities under taxation laws. 



® Non-contracting districts were exempt from the state diesel 
fuel tax. This accounted for an estimated $0.01 per mile of 
the $0.48 per mile difference between the two groups. 

• Non-contracting districts were exempt from the state sales tax. 
This accounted for an estimated $0.01 per mile of the 
difference. 

® Non-contracting districts contributed to the Public Employees 
Retirement System of Idaho (PERSI). Accounting for this 
effect increased the apparent difference by $0.08 per mile. 
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Contracting districts may also pay property tax, income tax, and 
earn a profit. We did not quantify the effects of these factors 
because we did not collect detailed information on the operating 
costs of pupil transportation contractors. 



2. Application of Department Rules and Reimbursement 
Practices 

Administrative rules and department practices restrict the 
reimbursement of certain costs school districts incur in providing 
pupil transportation. Districts pay for these costs with other funds 
available to school districts such as bonds or tax levies. However, 
contractors can include these costs in the prices they charge to 
contracting districts, which then may be claimed for state 
reimbursement. These factors include: 



• Capital purchases such as land, buildings, and equipment. 
These purchases accounted for an estimated $0.06 per mile of 
the $0.48 per mile difference between the two groups. 

• Full replacement costs for school buses. Contractors have the 
opportunity to recover these costs more rapidly than non- 
contracting districts. This accounted for an estimated $0.10 
per mile of the difference. 

• Interest charges on capital items. Contractors can include 
these costs in the prices they charge districts, while non- 
contracting districts may only request reimbursement for 
interest on bus purchase agreements signed prior to April 1, 
1991. This accounted for an estimated $0.02 per mile of the 
difference. 

• Insurance premiums for liability and bus damage. Contractors 
can include these costs in the prices they charge districts, 
while non-contracting districts can claim reimbursement for 
property insurance premiums on the bus garage only. This 
accounted for an estimated $0.05 per mile of the difference. 

• State unemployment insurance. The costs for non-contracting 
districts are billed differently. This accounted for an 
estimated $0.02 per mile of the difference. 



Contractors 
can include 
costs in their 
billings that 
non- 
contracting 
districts 
cannot claim 
for reimburse- 
ment. 



3. Characteristics of District Transportation Programs 

Characteristics of individual district transportation programs, 
activities for which the district provides busing, the needs of the 
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students being bused, local markets for goods and services, and 
geography affect the two groups in different proportions. These 
factors are not necessarily related to a district’s decision to 
contract, but do help to explain the apparent cost difference. 

These factors include: 

• Non-contracting districts as a group paid higher bus driver 
and mechanic wages in 1994—95. The amount paid for 
benefits calculated as a percentage of wages would also be 
higher. Together, these factors actually increased the apparent 
difference between the two groups by $0.13 per mile. 

• Non-contracting districts as a group obtained better fuel 
efficiency with their buses, partly because of the higher 
percentage of diesel buses in their fleets. This accounted for 
$0.03 per mile of the difference. 

• Contracting districts as a group report more costs associated 
with special needs students, and more special needs students 
lived in contracting districts in 1994—95. This accounts for 
$0. 1 6 per mile of the difference. 

Other characteristics of a district’s transportation program may 
vary between the two groups of districts, including student 
density, district management decisions for school and bus fleet 
operations, and regional variations in prices for supplies and 
services. We did not quantify the effects of these factors as that 
analysis would require detailed information on local conditions in 
each of the 110 school districts. 

4. Calculation of District Measurement Ratios 

The Department of Education’s methodology for calculating the 
cost ratios treats costs incurred in the two groups of districts 
unequally. 

• Contracting districts are allowed to determine the costs 
associated with non-reimbursable transportation activity at the 
local level. Non-contracting districts have these costs 
determined by department practice and administrative rule. 
This accounted for $0.03 per mile of the $0.48 per mile 
difference between the two groups. 

• The cost per student ratio uses an inappropriate divisor which 
increases the apparent cost difference. While this did not 
affect cost per mile calculations, it accounted for $12.95 per 



Contracted Versus District-Operated Pupil Transportation Programs 



rider of the $103.87 per rider difference between the two 
groups. 



Conclusion 



The differences in the department ratios between district-operated 
and contracted transportation programs could lead to the 
conclusion that contracting for transportation services is a more 
expensive alternative than the district operating its own system. 
Pupil transportation contractors incur certain costs that non- 
contracting districts do not. These include sales tax, state diesel 
fuel tax, property tax, income tax, and profit. In addition, 
contractors may pay more for certain costs that non-contracting 
districts, which have funding options available only in the public 
sector. For example, contractors may pay higher interest rates for 
capital purchases and cannot raise funds through taxes. Finally, 
contractors can recover all of their costs through billings to 
districts. 

However, we cannot conclude from this analysis that contracting 
for pupil transportation services is more expensive than operating 
a district program: 

• As noted, the department ratios do not include all 
transportation costs. An accurate conclusion would require a 
comparison of total costs in a non-contracting district with 
contractor billings. 

• We did not quantify the effect of a number of factors that 
influence cost for one group or both, including profit, property 
tax, income tax, district management decisions, and the 
density and distribution of students in each district. 

• For some factors, such as capital outlay costs, insurance costs, 
and interest costs, we have estimated effects using data from 
non-contracting districts. The use of actual pricing and 
expenditure information from contractors could increase or 
decrease the effect. 

• We have not examined the interaction of the 15 quantified 
variables. Changes in one factor may increase or decrease the 
effect of other factors. 

• The ratios themselves may not be the appropriate 
representation of unit costs. Using different units of 
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measurement, such as costs per bus, costs per bus-mile, costs 
per enrolled pupil, or costs per school, could result in different 
conclusions about relative costs for the two groups of 
districts. 

Determining whether contracting for services is more expensive 
than operating a district program would entail an analysis of an 
individual district’s costs and opportunities. This would require a 
thorough assessment of local conditions, including (a) the type 
and amount of transportation services required by the district; (b) 
local prices for goods and services; (c) start-up investment costs 
for items such as buses and maintenance facilities; (d) tax 
advantages or disadvantages; and (e) personnel and employee 
benefit costs. 



We 

recommend 
the State 
Board and the 
State Super- 
intendent 
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Epilogue 

Our evaluation of pupil transportation involved four areas: cost 
differences between contracting and non-contracting districts, 
department oversight of pupil transportation contracts, safety 
busing, and routing software. Law, rule, and department policy 
and practice indicate that the safety of children riding school 
buses has been the priority since the inception of the state’s pupil 
transportation program. Department of Education transportation 
staff evaluate bus routes, inspect buses, and verify the need for 
safety busing. However, over time the pupil transportation 
section has been given and has taken on many other 
responsibilities. For example, the staff are called upon to oversee 
contracts for busing services on behalf of the state and determine 
school district transportation reimbursements. During the same 
time, the level of staffing for transportation personnel has 
remained relatively unchanged. 

Given the current demands of state pupil transportation oversight, 
we question whether the pupil transportation section has sufficient 
resources to adequately fulfill their responsibilities. We 
recommend that the State Board of Education and the State 
Superintendent of Public Instruction review current requirements 
made of the pupil transportation section and the resources 
available to meet them, in order to establish priorities and 
determine staffing needs. Because many current duties are not 
clearly mandated by law or rule, such a review may also result in 
recommended changes to Idaho Code or administrative rule. 
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Summary of Report 
Recommendations 



1 . We recommend the State Board of Education review 
department practices regarding the calculation of 
reimbursements for depreciation and contract costs to ensure 
consistency with administrative rule. Page 45 

2. We recommend the Department of Education define a specific 
method for districts to use when they count pupil ridership 
and require districts to follow it when reporting ridership to 
the department. Page 50 

3. We recommend the State Board of Education and the State 
Superintendent of Public Instruction review current policies, 
priorities, and staffing decisions within the pupil 
transportation section. Page 61 
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Introduction and Background 

Chapter 1 



In June 1995, the Joint Legislative Oversight Committee 
requested a performance evaluation of three issues related to pupil 
transportation services. Interest in these issues stemmed from 
ongoing concerns over the state’s funding for pupil transportation. 
The three issues were: 

• Apparent differences in cost between districts that operate 
their own transportation programs and those that contract for 
the service; 

• District transportation of children who live less than 1 .5 miles 
from school in response to health, age, or safety concerns, a 
practice known as safety busing; 

• Use of computer software by districts to develop bus 
transportation routes. 

This report presents our findings, conclusions, and 
recommendations regarding the apparent differences in cost 
between districts that operate their own transportation programs 
and those that contract for the services. We issued a separate 
report on the oversight of pupil transportation contracts in 
February 1996. 1 The remaining issues have been addressed in 
two companion reports. 2 



We were 

asked to 

evaluate 

apparent 

differences in 

cost between 

contracted 

and district- 

operated 

transportation 

programs. 



Evaluation Questions 

The request for this evaluation arose from concerns that pupil 
transportation in contracting districts is more expensive than in 



1 Oversight of Pupil Transportation Contracts , Report 96-02, Office of 
Performance Evaluations, February 1996. 

2 Safety Busing in Idaho School Districts, Report 96-01, Office of 
Performance Evaluations, February 1 996, and Use of Bus Routing Software 
in Idaho School Districts , Report 96-03, Office of Performance Evaluations, 
May 1996. 
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those districts that operate their own programs (“non-contracting” 
districts). According to two ratios published in the Department of 
Education’s 1994-95 Pupil Transportation Financial Summary, 
contracting districts as a group had an average reimbursable cost 
per mile of $2.26, and non-contracting districts had an average of 
$1.78. Also, as a group, contracting districts had a reimbursable 
cost per student of $461.93, while non-contracting districts had an 
average of $358.06. Appendix A lists both ratios by district for 
1994-95. 

We asked: 

• Why does it appear that districts that contract for pupil 
transportation are more expensive them districts that operate 
their own programs? What factors could explain the 
difference, and to what extent? 

• Are all costs for contracting and non-contracting districts 
identified, reported, and treated uniformly? If not, to what 
extent do any differences explain apparent differences in 
costs? 

• To what extent do the Department of Education’s cost ratios 
represent district transportation activity in a comparable 
manner? How much of the apparent cost difference between 
contracting and non-contracting districts may be attributed to 
the methods used to calculate the ratios? 

• Does the Department of Education calculate reimbursements 
to contracting and non-contracting districts in the same 
manner? How do department reimbursement practices affect 
the cost ratios? 

• How have the responsibilities of Department of Education 
pupil transportation staff evolved over time? Could the 
current organization be improved? 

We did not consider whether individual school districts are 
operating their pupil transportation programs in the most cost- 
effective manner possible. 

We conclude that while most cost components for providing pupil 
transportation are the same for any entity, contractors and non- 
contracting districts do not incur identical costs to provide 
transportation services. In addition, certain costs are paid for or 
reimbursed differently in the two groups. Some characteristics of 
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district transportation programs that are unrelated to whether they 
contract vary and affect the cost ratios for the two groups to 
different degrees. Department methods of calculating the ratios 
also explain part of the difference. 

By quantifying these effects, we explained 58 percent of the 
difference in reimbursable cost per reimbursable mile, and 87 
percent of the difference in reimbursable cost per average daily 
rider. However, due to limits on the completeness of the ratios 
and their analysis, we do not conclude that contracting for pupil 
transportation services is more expensive or less efficient than 
district-operated programs. That conclusion would require a 
thorough analysis of individual district circumstances and detailed 
contractor data, and was beyond the scope of the current 
evaluation. 



Methods 



Some costs 
differ in kind 
and degree. 



We explain 
over one-half 
of the 

differences in 
the cost 
ratios. 



To complete our evaluation, we interviewed Department of 
Education staff and officials, school district personnel, staff of 
other state education agencies and federal offices, and 
transportation experts. We studied relevant federal and state laws 
and regulations. We examined reports, correspondence, memos, 
and other documents collected or distributed by the Department 
of Education and by school districts. We visited nine school 
districts to learn more about their pupil transportation operations. 

We reviewed and analyzed data contained in the Department of 
Education’s two annual reports, the Pupil Transportation 
Financial Summary and the Financial Summaries of Idaho School 
Districts, and individual district claims for reimbursement of 
transportation costs for the last five years. 3 We surveyed all 
school districts with pupil transportation programs to collect 
financial information and details about their programs, including 
fuel consumption, wage rates, and investments in transportation 
facilities. 4 We examined survey data for consistency and 
contacted districts as needed to clarify responses. We also 



3 We did not audit the financial data districts report to the department. Idaho 
Code § 67-450 (b) requires school districts to undergo annual financial 
audits. Reports of these audits are reviewed by the Legislative Auditor. 

* Three districts did not respond to the survey: Kamiah #304, Culdesac #342, 
and Arbon Elementary #383. 



O 

ERIC 



21 



3 



